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Grain Inspection, Packers and Stockyards Administration, USDA § 206.1 

§ 205.213 Obligations subject—‘‘person 
indebted’’—‘‘debtor.’’ 

(a) A debt need not exist at the time 
of filing of an EFS. The basis for this is 
that subsection (c)(4) does not require 
the EFS, and subsection (c)(2)(C) does 
not require the master list, to show 
any amount of debt. 

(b) The Section does not provide for 
the transaction in which one person 
subjects a product to a security inter-
est for another’s debt. However the 
terms ‘‘person indebted’’ and ‘‘debtor’’ 
in the Section refer to the person who 
owns a product and subjects it to a se-
curity interest, whether or not that 
person owes a debt to the secured 
party. The basis for this is the purpose 
for which the information is supplied. 
Any buyer of a farm product, commis-
sion merchant, or selling agent 
querying a master list or system oper-
ator about a prospective seller of a 
farm product is interested in whether 
that seller has subjected that product 
to a security interest, not in whether 
the debt is owed by that seller or by 
another. 

(c) Security interests existing prior 
to establishment of a system can be 
filed in such a system and reflected in 
the master list if documents are in ex-
istence or are created which meet the 
requirements of subsection (c)(4) be-
sides filing, if such documents are filed 
wherever State law requires, and if the 
system operator receives the informa-
tion about them needed for the master 
list. 

(d) A system can be in compliance 
with the Section, although it reflects 
security interests not supported by 
EFS’s as defined in the legislation, and 
although it reflects security interests 
on items other than farm products. 
However, subsections (e) (2) and (3), and 
(g)(2) (C) and (D), will apply only as to 
entries reflecting farm products and 
supported by EFS’s as defined in the 
Section, and it must be possible to dis-
tinguish the entries to which these pro-
visions apply from the other entries. 

(Approved by the Office of Management and 
Budget under control number 0580–0016) 

[51 FR 29451, Aug. 18, 1986, as amended at 71 
FR 56343, Sept. 27, 2006] 

§ 205.214 Litigation as to whether a 
system is operating in compliance 
with the Section. 

(a) The requirements for a system in 
subsection (c) are written as the defini-
tion of the term ‘‘central filing sys-
tem,’’ so that failure of a system to 
meet any such requirement, either at 
the time of its establishment or later, 
will mean that it is not a ‘‘central fil-
ing system’’ as defined. 

(b) The issue whether a system, after 
certification, is operating in compli-
ance, thus whether it is a ‘‘central fil-
ing system’’ as defined, could be liti-
gated and ruled on in a case involving 
only private parties, such as a lender 
and a buyer of a farm product. The 
only immediate effect of a finding in 
such a case, that a system is not a 
‘‘central filing system’’ as defined, 
would be that the rights of the secured 
party in the case would be as if the 
State had no system. However, others 
would be in doubt as to whether they 
could safely rely on the same system. 
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AUTHORITY: 7 U.S.C. 198–198b; 7 U.S.C. 222. 

SOURCE: 75 FR 16642, Apr. 2, 2010, unless 
otherwise noted. 

§ 206.1 Definitions. 

The definitions in this section apply 
to the regulations in this part. The 
definitions in this section do not apply 
to other regulations issued under the 
Packers and Stockyards Act (P&S Act) 
or to the P&S Act as a whole. 

Accrual account. (Synonymous with 
the term ‘‘ledger,’’ as defined in this 
section.) An account held by a packer 
on behalf of a producer that accrues a 
running positive or negative balance as 
a result of a pricing determination in-
cluded in a contract that establishes a 
minimum and/or maximum level of 
base price paid. Credits and/or debits 
for amounts beyond these minimum 
and/or maximum levels are entered 
into the account. Further, the contract 
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